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Legal Services Corporation, the major source 
of federally funded legal aid, plans to com- 
plete an alternative delivery systems study 
which will contribute to a more cost effective 
delivery of legal services to the poor. To im- 
prove productivity, the Corporation should 
systernize and automate its operations. This 
will increase the number of people served as 
well as the quality of service. 

This study, requested by the Senate Finance 
Committee, compares, on a limited basis, the 
cost of federally supported civil legal services 
and the cost of private prepaid legal services. 
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COMPTROLLER GENERAL. OF THE UNITED STATES 

WASHINQTON. D.C. M 

B-163762 

The Honorable Russell B. Long 
Chairman, Committee on Finance 2; .I - "'-A.,#~, ,?.' si 7 
United States Senate 

The Honorable Robert Packwood 
Committee on Finance 
United States Senate 

In your letter of April 5, 1977, you asked us to make 
several studies comparing the per unit or per capita cost 
of various services performed by the Federal Government with 
the per unit or per capita cost of comparable services pro- 
vided by private companies. This report discusses one of 
these comparative studies --the provision of quality civil 
legal services for the poor and near poor and suggests how 
to improve the productivity of these services. 

As arranged with your offices, unless you publicly 
announce the contents of this report earlier, we will not 
distribute it until 30 days from its date. Then we will 
send copies to interested parties and give copies to 
others upon request. 

Comptroller General 
of the United States 





COMPTROLLER GENERAL'S 
REPORT TO THE SENATE 
COMMITTEE ON FINANCE 

QUALITY CIVIL LEGAL SERVICES 
FOR THE POOR AND NEAR POOR ARE 
POSSIBLE THROUGH IMPROVED 
PRODUCTIVITY 

DIGEST -----a 

The Legal Services Corporat is the chief 
Fedemurce of la aid the poor and 
near poor. It was established by the Con- 
gress in 1974 as a private, nonprofit corpo- 
ration. 

This report attempts to compare the cost of 
federally supported civil legal services with 
the cost of the same services under private, 
prepaid legal plans. (See p. 4.) It analyzes 
the cost effectiveness of private group plans' 
delivery systems and compares them to the 
alternative delivery systems being studied, 
under a congressional mandate, by the Legal Ser- 
vices Corporation. (See p. 9.) 

POTENTIAL FOR IMPROVING COST AND 
DELIVERY OF CIVIL LEGAL SERVICES 
IN PUBLIC AND PRIVATE SECTORS 

GAO found that the majority of private prepaid 
plans are employee funded and that their serv- 
ices are so different from those of federally 
funded programs that unit costs generally are 
not comparable. Certain observations, however, 
can be made. 

Public sector attorney costs average $17 
hourly, while the private sector charges aver- 
age $40 hourly. Both figures include overhead. 
Also, the efficiency level--the time taken to 
perform a service-- is about the same in both 
sectors for routine civil matters. 

~\lSO, GAO saw significant potential cost and 
Jelivery improvements in both sectors through 
increased systemization and automation. This 
could result in large financial savings and 
higher quality assistance for such standard 
services as wills, divorces, and bankruptcies. 

Tear Sheet. Upon removal, the report _____ 
cover date should be noted hereon. FGMSD-79-46 



The Legal Services Corporation, by developing 
a research and demonstration program to sys- 
temize and automate the operations of its 
grantees, could substantially improve the 
productivity and cost effectiveness of the 
delivery of civil legal aid for the poor and 
near poor. It also could help the private 
sector in making legal services more access- 
ible to other U.S. citizens. The American 
Bar Association estimated that 140 million 
people at the middle income level cannot 
afford legal services and yet do not qualify 
for Government-supported legal aid. The 
Corporation could work with the private sec- 
tor of the legal profession to encourage fur- 
ther systemization and automation which even- 
tually would reduce the costs of legal 
services to people at all income levels. 

THE CORPORATION'S PROGRESS IN 
DEVELOPING MANAGEMENT INFORMATION 
SYSTEMS AND COMPLETING ITS 
ALTERNATIVE DELIVERY 
SYSTEMS STUDY 

GAO found that the Corporation has neither 
local nor national management information 
systems for obtaining the data needed to 
evaluate the cost effectiveness of its pro- 
grams. Although the Corporation gave the 
Congress a preliminary report on its delivery 
systems study in 1977, it is not yet prepared 
to make final recommendations. 

The Corporation, however, is developing and 
implementing model local management infor- 
mation systems and a national management 
information system, and it plans to report 
on its alternative delivery systems study by 
early 1980. 

RECOMMENDATION 

The president of the Legal Services Corporation 
should improve the productivity of civil legal 
aid by developing and instituting a research 
and demonstration program aimed toward sys- 
temizing and automating the operations of 
Corporation grantees. 
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AGENCY COMMENTS 

The president of the Legal Services Corpora- 
tion basically concurs with the findings, 
conclusions, and recommendations of this 
report. (See app. II.) 
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CHAPTER 1 

INTRODUCTION 

On April 5, 1977, Senators Russell Long and Robert 
Packwood requested that we study the cost of several services 
provided by the Federal Government with the cost of compar- 
able services provided by private companies. This report 
presents the findings of one of these studies--the delivery 
of legal services. 

Our analysis of legal services delivery had two basic 
objectives. The first was to compare, to the extent possible, 
the cost of certain legal services conducted or supported by 
the Federal Government to the cost of private prepaid legal 
plans provided by employers. The second was to analyze the 
cost effectiveness of private group plans' delivery systems 
for civil legal services compared to alternative delivery 
systems being studied by the Legal Services Corporation (LSC). 

EVOLVING FEDERAL PROGRAMS FOR 
CIVIL LEGAL SERVICES 

The legal profession has long acknowledged a responsi- 
bility to provide legal services to people who cannot afford 
attorneys. At the beginning of this century, the profession 
established free legal aid offices to handle civil matters. 
Free legal services for criminal matters are provided sepa- 
rately through Federal- and State-supported public defender 
programs. Free civil legal aid increased significant1 when 
the civil Legal Services Program was created under the G o- 
nomi,c Opportunity Act of 1964 (Public Law 88-452, Aug. 20, 
1964js‘)as amended. The program, administered by the Office 
of Economic Opportunity, grew from 135 local legal services 
projects in fiscal 1965 to 258 in fiscal 1975. Its annual 
appropriation during this period increased from $600,000 to 
$71.5 million. 

In January 1975, administration of the Legal Services 
Program was transferred from the effice of Economic Opportun- 
ity to the Community Services Ad 

$I 
inistration, pending creation 

of the Legal Services Corporati n. In October 1975, LSC began 
operation and took over the 258 llegal services projects, which 
were operated by grantees in 638\ offices in the 50 States, 
Puerto Rico, Micronesia, 'and the':Virgin Islands. These of- 
fices were staffed by nearly 3,340 attorneys and 1,000 para- 
legals. In addition, LSC operated three programs with private 
attorneys through Judicare-- a syskem that reimburses attorneys 
for services to clients meeting eligibility standards. \ 



1 .-- 
LSC's appropriation increased from $92 million in fiscal 

1976 to $205 million in fiscal 1978 so it could ensure mini- 
mum access to civil legal aid for people the 1970 census 
classified as at or below the Office of Management and Budget 
poverty threshold. In fiscal 1978, LSC funded 335 legal ser- 
vices projects staffed by 4,795 attorneys and 2,235 parale- 
gals who handle about 1.4 million legal problems annually, 
(LSC requested about $337 million for fiscal 1980.) 

LSC ORGANIZATION AND RESPONSIBILITIES 

LSC, established as a private, nonprofit corporation by 
the Legal Services Corporation Act of 1974, may make grants 
or contracts to assist qualified organizations and programs 
which furnish legal assistance to eligible persons. LSC, 
required to set maximum income eligibility levels in consul- 
tation with the Office of Management and Budget and the 
States, prescribed levels of 125 percent of the Office of 
Management and Budget poverty guidelines. With this crite- 
rion each program sets its own standards, considering living 
costs and other local factors. 

The grants and contracts LSC makes must provide the most 
economical and effective delivery of legal aid to both urban 
and rural dwellers. Section 1007(g) of the act required LSC 
to study the economy and effectiveness of alternative methods 
of delivering legal services. The Corporation's recommenda- 
tions were to be furnished the Congress by July 1977, and 
while a preliminary report met that deadline, the final re- 
sults are now scheduled for early 1980. 

OUR PRIOR REPORTS ON 
LEGAL SERVICES DELIVERY 

The Legal Services Program, as run by the Office of Eco- 
nomic Opportunity, was the subject of two of our previous re- 
ports. l/ These reports discussed the program's management 
and admTnistration and recommended improvements. 

On April 26, 1978, we issued a report entitled "Expanding 
Budget Requests For Civil Legal Needs Of The Poor--Is More 
Control For Effective Services Required?" (HRD-78-100). We 
prepared this report for the Chairman, Subcommittee on State, 

i/"Effectiveness And Administration Of Legal Services Pro- 
gram Under Title II Of The Economic Opportunity Act Of 
1964" (B-130515, Aug. 7, 1969) and "The Legal Services 
Program --Accomplishments Of And Problems Faced By Its 
Grantees" (B-130515, Mar. 21, 19'73). 
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Justice, Commerce, and the Judiciary (Senate Committee on 
Appropriations) who requested that we assess LSC's system 
for managing expanded resources, its budget development 

.methodology, and its efforts to identify more efficient 
and effective systems for delivering its services. 

SCOPE OF REVIEW 

On a limited basis, we compared the Legal Services 
Corporation's and the private sector's delivery of legal 
services by focusing on 

--a variety of private group legal plans and legal 
clinics to determine the cost of services, level 
of systemization and automation, and types of 
delivery systems; 

--a study being made by LSC on alternative legal ser- 
vice delivery systems (see app. I); and 

--LSC's design, development, and implementation of 
a plan for local and national management infor- 
mation systems. 

We interviewed LSC officials in charge of the alterna- 
tive delivery systems study and management information systems 
development. We also queried directors of demonstration 
projects and of LSC-funded staff attorney projects, private 
attorneys, insurance officials, and other experts in legal 
services delivery. 



CHAPTER 2 

PRIVATE/PUBLIC SECTOR COST AND TIME COMPARISONS 

One of our objectives was to compare the unit costs of 
legal services provided under private sector plans with the 
cost under public sector plans. To do this, we contacted 
13 private group legal service plans, 4 Legal Services 
Corporation-funded staff attorney projects, and 7 LSC-funded 
demonstration projects. (A demonstration project is one 
established to compare various methods of delivering legal 
services.) The limited comparisons we could make and a dis- 
cussion of the problems we encountered follow. 

LIMITED COMPARABLE 
COST DATA OBTAINED 

Of the 13 private group legal service plans we contacted, 
only three kept unit cost data and only two maintained it in 
a form we felt made some comparisons possible with available 
LSC data. For instance, we compared average time and cost 
for resolving contested and uncontested divorces, which repre- 
sented about 27 percent of the caseload in each sector. 

The following table shows that, while the average cost 
per divorce was considerably lower for LSC, the average time 
spent --or efficiency level --was about the same for both LSC 
and the private sector. (Both sector's costs include over- 
head.) 

Time/Cost Comparisons for 
Contested and Uncontested Divorces 

Average Average 
hours hourly Average 
spent rate cost 

Private sector: 

In-house attorneys 
Open-panel attorneys 

(note a) 

a.2 
a.5 

$ 35 
40 

$ 287 
340 

Public sector: 

LSC staff attorneys 8.0 17 136 

a/Attorneys not working for a legal services plan but willing 
to take referral cases. 
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Attorneys in both sectors said that the time to perform 
a legal service was about the same for most types of common 
civil legal services (such as some of those listed below). 
They also stated that the time and cost statistics on divor- 
ces were a reasonable yardstick to apply to other types of 
common civil legal services. 

One prepaid legal plan provided services in both urban 
and rural areas and served both private and public (poverty) 
groups. The public group was one of LSC's demonstration proj- 
ects. Plan officials told us that the average hourly rate 
for both private and public groups was $40. They provided 
the following list of the average cost for private and public 
grows, in urban and rural settings, by type of case. (Since 
the hourly rate for both groups was $40, wherever costs are 
the same in this table, the efficiency level may be presumed 
equal.) 

Averaqe Cost of Legal Services (note a) 

Rural Urban 

Service Private Public Private Public 

Bankruptcy 
Divorce 
Wills 
Adoption 
Juvenile matters 
Felony 
Advice 
Driving while 

intoxicated 
Misdemeanor 
Civil (other) 

$225 
325 
100 
200 
180 
800 

40 

280 
250 
350 

$225 
325 
100 
200 
180 

40 

$250 $250 
350 350 

200 
280 
500 

80 

200 
280 

160 
250 
200 

a/Blanks indicate absence of a particular service in plan. - 

While demographic factors affected costs, the recipient 
sector made little difference. According to the plan officials, 
the variation between the private and public sectors for civil 
actions reflected the fact that the private sector cases often 
involved litigation while most of the public sector actions 
were resolved at the hearing level, or by letter or phone. 
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FACTOR-S THAT LIMITED 
UNIT COST COMPARISONS 

Although we contacted 13 private group plans, 4 LSC- 
funded staff attorney projects, and 7 LSC demonstration proj- 
ects, comparable unit cost data often was not available 
because: 

--Data on cost by case, or by type of case, was gener- 
ally not available. 

--Legal services provided by private plans differ from 
those provided by public staff attorney programs and, 
therefore, client utilization patterns differed. 

--Both terminology and data collection procedures dif- 
fered, thus hindering an accurate comparison of private 
plans, as well as of private and public plans. 

--LSC-funded projects' cost and service data varied so 
greatly that conclusions on cost differentials could 
not be made. 

Unit cost data often was not available 

The 13 private organizations contacted used a fee-for- 
service, prepaid, or legal expense insurance 1/ approach to 
funding their legal service plans. Ten of thG plans had no 
cost data by case or case type; however, 11 did accumulate 
data on the number of people served and the types of serv- 
ices used. 

Differences between public and 
private sector plans 

While offered legal services varied among the private 
plans, the major distinction between the two sectors was the 
inclusion of criminal cases by the private side. Data from 
two private plans showed that criminal matters accounted for 
42 percent and 37 percent of their workloads. Some private 
plans covered worker's compensation cases, contingent fee 
cases, and tax matters. LSC programs could not handle crim- 
inal matters, most fee-generating cases, nontherapeutic abor- 
tion cases, desegregation matters, and certain violations of 
the Selective Service Act. 

&/These plans are explained in ch. 4. 
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I .-, 
Meanings were unclear 

The publicly funded projects and demonstration projects 
did not have consistent meanings for such ba,sic terms as case 
file. For example, one project opened a case file each time 
a client was accepted, even though the service provided was 
only 10 minutes of advice. Other projects established a case 
file only when other action was necessary. 

With private plans, it was unclear whether the legal 
matters referred to in a plan's data pertained to open, pend- 
ing, or closed cases, or if the data distinguished between 
the number of clients and the number of legal matters. Gener- 
ally, the services of each private plan were stated, but which 
services were performed--that is, advice and consultation or 
legal representation--was unclear. 

LSC-funded projects' cost and 
service variations 

Another difficulty in cost comparisons is found in the 
public sector, where cost and service vary widely. In a re- 
cent review, l/ we determined the causes of such variations by 
visiting 19 siaff attorney projects selected from a random sam- 
ple of 62 grantees. The data these grantees reported reflected 
a wide range of costs and caseloads. Information from the 
grantees visited showed that: . 

--Annual cost to support an attorney ranged from $21,364 
to $52,652. 

--Annual attorney caseloads ranged from 173 to 706. 

--Cost of handling a case ranged from $40 to $162. 

--Percentage of the poverty population served ranged 
from 1 to 23. 

In that report we stated: 

"Upon examining the methods used by the projects 
to compile the data, we found substantial differ- 
ences in the way individual projects identified a 
case and that time records were not generally kept 

L/"Expanding Budget Requests For Civil Legal Needs Of The 
Poor-- Is More Control For Effective Services Required?" 
(HRD-78-100, Apr. 26, 1978). 



that would permit projects to identify how their 
principal resource--the attorney--had spent time 
on project cases and other responsibilities." 

Therefore, we could not draw conclusions on cost differentials 
from available LSC data. 

The limited data available in this study indicates the 
following: 

--Public sector attorney costs are approximately $17 
per hour for all types of common legal services. 

--Private sector attorney charges (costs) average $40 
per hour. 

--The efficiency level is about the same for both 
sectors. 

It is important to mention, however, that in terms of improv- 
ing productivity, the private sector has examples of legal 
services delivery that deserve public sector emulation. 
These examples are discussed in chapter 4. 
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ALTERNATIVE DELIVERY SYSTEMS STUDY AND MANAGEMENT 

INFORMATION SYSTEMS DEVELOPMENT EFFORTS 

To assess the potential for more productivity improve- 
ments in the delivery of legal services by the Legal Services 
Corporation, we reviewed (1) the cost effectiveness of the 
alternative delivery systems LSC was studying and (2) LSC's 
local and national management information systems development 
efforts, 

OBJECTIVES AND METHODOLOGY OF 
DELIVERY SYSTEMS STUDY 

In 1974, the Congress mandated LSC to conduct a 

II* * * comprehensive, independent study of the exist- 
ing staff-attorney program * * * and, through the 
use of appropriate demonstration projects, of alter- 
native and supplemental methods of delivery of legal 
services to eligible clients including judicare, 
vouchers, prepaid legal insurance, and contracts 
with law firms." 

LSC management tried to 

--determine the feasibility and practicality of each 
delivery mode, 

--identify the management data needs of LSC and LSC 
grantee operations, and 

--design a management information system to provide data 
for the study and be a prototype for an ongoing system. 

LSC employed two contractors for the study: one to pro- 
vide technical assistance and another to implement a data 
collection system. The latter contractor also was to train 
the staffs both to use the system and to process data col- 
lected. In January 1977, LSC implemented phase I of its two- 
phased study using 19 demonstration projects. In 1978, the 
Corporation began phase II with another 19 demonstration pro- 
jects. (For a description by LSC of its demonstration pro- 
jects, see app. 1.) A breakdown of the projects being stud- 
ied follows. 
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I -. 
Alternative Delivery Systems Study 

Model 
Phase I Phase II 
projects projects Total 

Judicare a 7 15 
Prepaid 4 2 6 
Contract 5 3 a 
Clinic: 

Pro bono 
(volunteer) 1 5 6 

Staff attorney 2 2 
Voucher 1 1 - - - 

Total 19 19 38 = c = 

The study also included 12 LSC staff attorney projects so 
that these projects could be compared with the 19 demonstra- 
tion projects. 

DATA COLLECTION SYSTEM 
YIELDED LIMITED INFORMATION 

In two previous reports, l/ we recommended that LSC im- 
prove its management information system to enable it to as- 
sess the cost effectiveness of alternative delivery systems. 
We recommended that projects comply with the reporting re- 
quirements of the existing system and that the system be re- 
vised to give management selected data on grantee accomplish- 
ments. 

LSC hoped that a newly designed data collection system-- 
the "project reporting system "--would help it meet the objec- 
tives of its delivery systems study as well as its management 
information system. The revised project reporting system 
provided limited information, however, and was again revised 
and improved. 

The data collection system gathered cost and time infor- 
mation from the 38 demonstration and 12 comparison projects 
by using seven forms. The information collected for grantee 
accomplishments included (1) program costs, (2) attorney and 

A/"Effectiveness And Administration Of Legal Services Program 
Under Title II Of The Economic Opportunity Act Of 1964" 
(B-130515, Aug. 7, 1969) and "The Legal Services Program-- 
Accomplishments Of Problems Faced By Its Grantees" 
(B-130515, Mar. 21, 1973). 

10 



staff profiles, (3) number and type of clients, (4) reasons 
for not serving particular applicants, and (5) time spent. 

This project reporting system was designed for ultimate 
use with other data collection methods to form a management 
information system enabling LSC to evaluate projects' cost 
effectiveness and other aspects. However, by the end of 
phase I, during which the demonstration projects had used the 
system, only three of the participating staff attorney pro- 
grams had supplied full and reliable information. 

Reasons for limited information 

One of the contractors involved in the study attributed 
the breakdown of the data collection to: 

--Difficulty in incorporating a trial long-range manage- 
ment information system and a short-term data collec- 
tion system into a single system. The information 
collected for the study was greater and more detailed 
than necessary for an ongoing management information 
system. Staff became confused about the study's goals 
and also developed a distorted view of how a manage- 
ment information system would burden them. 

--Insufficient user involvement in system design. Also, 
representatives of staff attorney projects continually 
expressed their dissatisfaction with the collection 
system and with the fact that they did not have more 
input into its design. 

--Attorneys' resistance to the collection system, which 
in some cases resulted in their refusal to use it. 
The Project Advisory Group, an organization of LSC 
staff attorney project directors, convinced a majority 
of its members involved in the study to confront the 
Corporation with their concerns. Some issues they 
raised were (1) fear that the information collected 
would be used against projects, (2) concern over pos- 
sible infringement of attorney-client confidentiality, 
(3) concern over the efforts required for projects 
with large caseloads to adapt to the collection system, 
and (4) fear that legal services would become more 
bureaucratic and less service-oriented. 

--Incompatibility of the data collection system with 
projects' existing internal management systems. Cross- 
indexing the two client identification systems involved 
considerable work. Two projects, both with caseloads 
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